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upon a 100 percent auction—that does
not give away to polluters ‘‘pollute
free’” cards. Budget Director Dr. Peter
Orszag has correctly noted that giving
away allowances would represent the
largest corporate welfare program that
has ever been enacted in the history of
the United States. As noted in another
recent statement by over 600 econo-
mists calling for auctioning all allow-
ances, free allocations do little or
nothing to protect families and busi-
nesses from higher energy costs. The
significant shortcomings of the Euro-
pean cap-and-trade system are largely
linked to the pursuit of this politically
easy but very ineffective course. An
abundance of free allocations just leads
to more price speculation and would
hinder the ability of the system to
properly reduce emissions.

The bill that I am introducing today
represents the type of legislation that I
will continue offering, building block
by building block, to help us achieve a
comprehensive solution. Next will be a
plan that I will advance to ensure the
competitiveness of American importers
and exporters in the new energy econ-
omy. I am pleased this legislation en-
joys support from a number of mem-
bers of the Blue Dog coalition, such as
Representative JIM COOPER and Rep-
resentative HEATH SHULER, as well as
members of other caucuses here in Con-
gress and a broader array of business
interests such as the National Venture
Capital Association.

Last week, Speaker PELOSI brought
together key House committee chairs
to sign a statement that they are unit-
ing behind one bill to achieve our
shared goal with President Obama of a
more accessible, affordable health care
system for every American. I believe
we need to do the same thing to resolve
global warming. Today’s bill represents
one new element of that broader legis-
lation that must be developed through
cooperation and collaboration of the
House Energy and Commerce and Ways
and Means Committees as well as many
other Members.

I believe that a role exists for every
Member of this Congress who is willing
to work in good faith based on good
science to end obstruction and reduce
the real threat of global warming. The
more Members we bring together, the
more successful we will be in enacting
the solution that President Obama has
offered and move us to a clean energy
economy.

————

THE ECONOMIC CRISIS—WHAT
LIES BENEATH

The SPEAKER pro tempore. The
Chair recognizes the gentleman from
Florida (Mr. STEARNS) for 5 minutes.

Mr. STEARNS. Madam Speaker, our
Federal Government has taken drastic
measures in the past 6 months, mainly
in the form of taxpayer-funded bail-
outs, in an attempt to put a stop to the
complete deterioration of our financial
system. Trillions have been spent and
companies such as AIG have been
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deemed ‘‘too big to fail.”” But the Wall
Street bailouts have proven to not be a
sustainable cure to our financial ills.
These bailouts constitute an assault on
American capitalism and have intro-
duced a large degree of financial hazard
into our economic system.

The nationalization of private assets
is inherently un-American. With all
the money we have spent thus far, we
should have been able to stem much of
the economic collapse—but we haven’t.
We have failed to grasp the root of the
problem—the unregulated, out-of-con-
trol derivatives market.

The recent disclosure that AIG will
pay out $1656 million in bonuses to em-
ployees of their Financial Products di-
vision—the very unit that made bad
bets on toxic mortgages and credit de-
fault swaps—is wrong. The Federal
Government owns 80 percent of AIG
and the Treasury and the Federal Re-
serve has infused more than $170 billion
in taxpayer bailout money trying to
rescue this company. As these recent
events demonstrate, the administra-
tion’s plan of recovery by bailout is not
working. Bailout after bailout is not a
strategy. It’s a formula for waste,
fraud and abuse of taxpayer funds.

The Federal Government has spent
an exorbitant amount of money trying
to rescue the economy but it appears
to have had little effect. Beyond the
$700 billion for TARP funds, the gov-
ernment has made commitments of
more than $9 trillion and has spent $2.2
trillion. And there is very little over-
sight of this money as the case of the
AIG bonuses makes clear. This begs the
question: What are we getting for our
money?

Clearly the real cause of the finan-
cial crisis is more than just the burst-
ing of the housing bubble, since over 90
percent of all homeowners are current
on their mortgages. A closer look at
the root causes of the crisis reveals
flawed incentive structures and an in-
adequate regulatory system that al-
lowed the derivatives market to spiral
out of control.

Specifically, the credit default swap
market is completely unregulated and
it helped spread the risks generated by
subprime mortgages to investors and
financial institutions around the
world. In the U.S. alone, the Office of
the Comptroller of the Currency re-
ported the amount of outstanding cred-
it derivatives from reporting banks to
be $16.4 trillion just a year ago. Among
the G10 countries—the United States,
the U.K., Belgium, Canada, France,
Germany, Italy, Japan, the Nether-
lands, Sweden plus Switzerland—the
amount of outstanding credit default
swaps is about $57 trillion.

Many have called credit default
swaps and the larger derivatives mar-
ket the true culprit in the global finan-
cial crisis. Derivatives trading also
helped to contribute to AIG’s near col-
lapse and it seems as if no amount of
money can save AIG at the moment,
yet the company has been deemed ‘‘too
big to fail.” However, no one has de-
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fined what ‘‘too big to fail’’> means in
the real world.

Beyond just credit default swaps, the
Bank for International Settlements—
the world’s oldest international finan-
cial organization headquartered in
Basel, Switzerland—reports the total
outstanding amount of over-the-
counter derivatives to be $684 trillion.
This large amount of outstanding de-
rivatives demonstrates the world finan-
cial system could be in a huge amount
of additional trouble during this world-
wide economic crisis. Since over-the-
counter derivatives are negotiated be-
tween parties and not on an exchange,
the risk of the contract falls on both of
the parties. So if one of the parties is
not able to meet the terms of the con-
tract, the first party stands to lose as
well. With $684 trillion of outstanding
money, we are playing with very hot
fire.

As these statistics show, this is a
problem not just in the United States
but around the globe.

So what is the solution? Let’s break
up these firms and sell the pieces off or
separate the toxic loans and let the
free market correct the economy as it
was designed. The viable portion of
these massive financial institutions
can still be salvaged. However, we need
to examine their asset sheets to deter-
mine how deeply involved each com-
pany is in the derivatives market.

There are better options than endless
bailouts and the nationalization of pri-
vate assets in this country. We must
put an end to throwing trillions at the
wrong source of the problem.

————
WALL STREET BAILOUTS

The SPEAKER pro tempore. The
Chair recognizes the gentleman from
California (Mr. SHERMAN) for 5 min-
utes.

Mr. SHERMAN. I thank the gen-
tleman from Florida for his remarks,
where he refers to AIG as ‘‘too big to
fail.”” The latest from Wall Street is,
well, it’s not so much too big to fail,
but too interconnected with the rest of
financial institutions. ‘‘Too inter-
connected to fail” is the new line. The
fact is this: AIG was too well-con-
nected to fail. AIG should have been in
receivership, but that would have dis-
advantaged the richest, most powerful
interests in the world.

Now let us look at the new public-
private partnership plan being put for-
ward by the Treasury. It involves a
thousand times as much money as AIG
executives received in bonuses and it
would make the American people a
thousand times as angry, except for the
fact that it is so technical that the
American people may not fully under-
stand it.

Here is how it’s supposed to work.
The taxpayer puts up 94 percent of the
money. The taxpayer takes 94 percent
of the risk that the assets purchased
will end up being worth nothing. Nine-
ty-four percent. And the taxpayer gets
50 percent of the profits. The private
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